522	THE FAR EAST	Partly
ravages of bandits, which had, he said, led to a complete disorganiza-
tion of the eastern line, and after re-minding the Japanese Govern-
ment of their indebtedness for the transport of troops and protesting
against the severance of communications at Manchuli, the Vice-
Commissar for Foreign Affairs expressed his Government's alarm at
the situation which was developing in Manchuria.
Although no mention of a proposed sale of Russian rights in the rail-
way was included in the Russian press reports of the interview, it later
became known that a suggestion of this nature was brought up between
Messieurs Ota and Karakhan.   On the 6th May it was reported
'on good authority5 from Tokyo that an offer to sell the C.E.R. for
300,000,000 million gold roubles had been made, a few days before,
by Monsieur Litvinov to Monsieur Ota. On the llth May the Moscow
Foreign Office gave a statement to the press confirming the reports
of the Russian offer of sale and emphasizing the fact that the Soviet
Government were anxious to remove a perennial source of conflict.
As a solution of Russo-Japanese friction in Manchuria, the project
of sale certainly appeared felicitous.  For Russia the C.E.R. was
useless strategically from the moment when Japan had completed
her new system of Manchurian railways; as a profit-producing
enterprise its value was undoubtedly on the decline1 owing to the
construction of competing lines.  From the Russian point of view
there appeared to be a clear case for cutting losses. From the Japanese
standpoint the sale of the railway to 'Manchukuo' offered an indirect
means of obtaining Russian recognition of the new 'Manchukuo'
state, besides leaving 'Manchukuo' and Japan with a free hand to
deal as they liked with the railway in the future.
The position of both parties in regard to a sale was, however, beset
with ambiguities. In the first place the ownership of the line was by
no means clearly established. Titles could be put forward by no
fewer than three Governments, those of China, Russia, and 'Man-
chukuo', as well as by the soi-disant successor of the Russo-Asiatic
Bank, the Banque Franco-Asiatique. Russian claims rested upon
the original status of the railway as a joint Sino-Russian enterprise
and the recognition of the 1896 contract which had been accorded
1 Figures published in the China Year Boole, 1933, show the following
profits:
gold roubles
1929	38,000,000
1930	21,000,000
1931	18,000,000
A report by the Russian Director-General of the railway published in Moscow
in April 1934 gives the folio-wing figures for the year 1933: receipts, 35,800,000
gold roubles; expenses, 23,700,000 gold roubles.

